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|"mgoing to ask as | introduce each of the
panelists if they would cone forward and take their
seat at the table. We're going to proceed inmediately
this norning to our expert panel on lotteries entitled:
"Who Wns and Who Loses". EXPERT PANEL ON LOTITERI ES:
VWHO W NS AND WHO LOSES?

CHAI RPERSON  JAMES: Al an Karcher, M.
Karcher is an attorney in private practice, who from
1973 to 1990 served as a nenber of the New Jersey House
of Representatives during the period in which New
Jersey decided to allow ganbling. M. Karcher authored
a book titled Lotteries, published in 1989.

Good norni ng and wel cone.

MR. KARCHER: (Good nor ni ng.

CHAI RPERSON JAMES: And, let's see. The
next person we have is Reuven Brenner. M. Brenner is
a Professor of Economcs at McGII University and is
recognized internationally for his expertise on

ganbling issues. Prof essor Brenner has published
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extensively and is one of a very narrow field of
econom sts who are expert in the area of ganbling.

Thank you for being here this norning and

wel cone.

MR. BRENNER: Thank you.

CHAlI RPERSON JAMES: Sanuel DePhillippo, and
| apol ogize, | think | slaughtered your nanme yesterday.
| did a little better today and by tomorrow I'Ill have
it down.

MR.  DePHl LLI PPC |'ve had worse things
sai d.

CHAI RPERSON  JAMES: He's served as the

Executive Director of the Mssachusetts State Lottery
Comm ssi on since 1995 and, again, personally, thank you
for all of your help in putting this neeting together,
and we appreciate all you' ve done. Wth nearly a
gquarter century of sales and marketing expertise, he
has oversight of one of the nations nost well known
lotteries.

| wll also take this opportunity again to
i nform each panelist that under the supplenental rules
of the Comm ssion, testinony before the Conm ssion
shal |l be conducted and be considered to be under oath.

The Commi ssion may question wtnesses, who naybe
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represented by counsel

Comm ssi on proceedi ngs.

i f

that's your

choi ce,

at

al |
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W will begin with you, M. Karcher, and
t hank you so nmuch for being here.

MR. KARCHER: Thank you. Let nme begin by
saying that ny interest in the subject stemmed out of
really, it grew out of an interest in taxation and
attenpts, often futile, to persuade ny colleagues in
the New Jersey Assenbly that we ought to concentrate on
progressive ways to raise taxes rather than regressive
ways.

| had occasion after a brief stint, four
years as Speaker of the House in New Jersey, to cone up
here to Boston, the Boston area and be at Harvard as a
Fell ow at the Kennedy School, and it was during
that tine that | started to put a pen to paper on what
| thought was going to be a mamgazine article and grew
into a 120 page book. The witten statenent that |
have submtted to the Comm ssion is constituted by the
concl usi ons of that book.

Let nme nmake sone observations. Nunber one,
|otteries are here to stay. It is part of human
nature, it is ingrained in human nature. Peopl e like
to ganble, they like to ganble in all forns. W, in
New Jersey, have realized one thing, | think, after a

very long and extensive period of trying to suppress
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ganbl i ng. VWhat we did in 1897 was ban all fornms of
ganbling constitutionally. Wat we found the result to
be was counterproductive to the efforts to suppress
ganbl i ng. Rat her, illegal ganbling becane the mgjor
source of funding organi zed crine.

Utimately, New Jersey had to re-legalize
ganbling or decrimnalize ganbling, alnpbst as a matter
of self-defense, so that the organized crine elenent
woul d not have a nonopoly on the revenue from ganbli ng.
We in New Jersey, of course, have a tendency to nove in
a pendulum type fashion so we swng from an absol ute
ban on ganbling to being one of the states that has the
nost extensive | egalized ganbling that there is.

Let me nmake these other observations about
the lottery in particular and ny area of interest in
it. For those who buy tickets and lose regularly, it
is an effective tax rate of 100 percent. There are few
taxes that anyone would tolerate in our society of
anyt hi ng approachi ng that magnitude. Yet, we have no
qual ns about having a tax rate that for the vast
majority of players is at an effective rate of 100
per cent .

Using all the euphem sns that are used in

the lottery industry, such as the fact that it is not a
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tax, it is the take out, | always thought that was a
great euphem sm the take out of the lottery. Still,
the studies |'ve seen and | |ooked at them nore
intensively ten years ago, but | don't think they've
changed nuch, the effective rate, when you take the
aggregate of all noney ganbled in the lottery pool, and
you take into account the take out by the state and
then all applicable other taxes, about 85 cents out of
every dollar ganbled winds up in some governnent's
coffer, whether it be the federal governnent, the state
governnment, the |ocal governnment, et cetera, et cetera.
About 85 percent of every dollar ganbled w nds up being
consuned in sone kind of tax.

| want to also take one other nonment to
address the question about who wins and who | oses, and
| say this alnpost anecdotally, | live nowin Princeton,
New Jer sey. Princeton is a wonderful place, the hone
of an incredibly fine institution, that was built
primarily with lottery funds. Princeton University has
that history and it was, much of the canpus was
destroyed in the Revolutionary War by British Troops.
It was rebuilt by the use of a lottery.

Princeton IS al so a very af f | uent

comunity. So, when | say anecdotally, | went and
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searched for lottery outlets in Princeton. Pri nceton
ranks as one of the ten top nedian incones in the
state. There is no lottery outlet in any main section
of Princeton, New Jersey. To find the lottery outlet,
one has to go to that section of the comunity which is
denographi cal ly much poorer and nmuch different than the
area near the canpus.

The same is true throughout New Jersey.
There is an absolute inverse ratio between the wealth
of the community and the nunber of outlets. 1In the ten
richest towns in New Jersey, there is probably one
agent for every two or three thousand people, where you
find in the cities, the ghettos and the realns of the
inner cities, you find one agent for every 300 people.

There is a saturation of lottery outlets
and agents that in ny judgnent verges on racism This
is a calculated, planned saturation of a certain
mar ket, an absolute ignoring of other markets. | think
as long as we have that, we have to be troubled by who
wins and who loses, and | look forward to answering
guestions that you m ght have.

CHAI RPERSON JAMES: Thank you.



